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APPENDIX B TO SUBPART B OF PART
668—APPENDIX |, STANDARDS FOR
AUDIT OF GOVERNMENTAL ORGANIZA-
TIONS, PROGRAMS, ACTIVITIES, AND
FUNCTIONS (GAO)

Qualifications of Independent Auditors Engaged
by Governmental Organizations

(a) When outside auditors are engaged for
assignments requiring the expression of an
opinion on financial reports of governmental
organizations, only fully qualified public ac-
countants should be employed. The type of
qualifications, as stated by the Comptroller
General, deemed necessary for financial au-
dits of governmental organizations and pro-
grams is quoted below:

“Such audits shall be conducted * * * by
independent certified public accountants or
by independent licensed public accountants,
licensed on or before December 31, 1970, who
are certified or licensed by a regulatory au-
thority of a State or other political subdivi-
sion of the United States: Except that inde-
pendent public accountants licensed to prac-
tice by such regulatory authority after De-
cember 31, 1970, and persons who although
not so certified or licensed, meet, in the
opinion of the Secretary, standards of edu-
cation and experience representative of the
highest prescribed by the licensing authori-
ties of the several States which provide for
the continuing licensing of public account-
ants and which are prescribed by the Sec-
retary in appropriate regulations may per-
form such audits until December 31, 1975;
Provided, That if the Secretary deems it nec-
essary in the public interest, he may pre-
scribe by regulations higher standard than
those required for the practice of public ac-
countancy by the regulatory authorities of
the States.”” !

(b) The standards for examination and
evaluation require consideration of applica-
ble laws and regulations in the auditor’s ex-
amination. The standards for reporting re-
quire a statement in the auditor’s report re-
garding any significant instances of non-
compliance disclosed by his or her examina-
tion and evaluation work. What is to be in-
cluded in this statement requires judgment.
Significant instances of noncompliance, even
those not resulting in legal liability to the
audited entity, should be included. Minor
procedural noncompliance need not be dis-
closed.

(c) Although the reporting standard is gen-
erally on an exception basis—that only non-
compliance need be reported—it should be
recognized that governmental entities often

1L etter (B-148144, September 15, 1970) from

the Comptroller General to the heads of Fed-
eral departments and agencies. The reference
to ‘“‘Secretary’” means the head of the de-
partment or agency.

34 CFR Ch. VI (7-1-09 Edition)

want positive statements regarding whether
or not the auditor’s tests disclosed instances
of noncompliance. This is particularly true
in grant programs where authorizing agen-
cies frequently want assurance in the audi-
tor’s report that this matter has been con-
sidered. For such audits, auditors should ob-
tain an understanding with the authorizing
agency as to the extent to which such posi-
tive comments on compliance are desired.
When coordinated audits are involved, the
audit program should specify the extent of
comments that the auditor is to make re-
garding compliance.

(d) When noncompliance is reported, the
auditor should place the findings in proper
perspective. The extent of instances of non-
compliance should be related to the number
of cases examined to provide the reader with
a basis for judging the prevalence of non-
compliance.

[45 FR 86856, Dec. 31, 1980. Redesignated at 65
FR 65650, Nov. 1, 2000]

Subpart C—Student Eligibility

SOURCE: 60 FR 61810, Dec. 1, 1995, unless
otherwise noted.

§668.31 Scope.

This subpart contains rules by which
a student establishes eligibility for as-
sistance under the title 1V, HEA pro-
grams. In order to qualify as an eligible
student, a student must meet all appli-
cable requirements in this subpart.

(Authority: 20 U.S.C. 1091)

§668.32 Student eligibility—general.

A student is eligible to receive title
1V, HEA program assistance if the stu-
dent—

(@)(2) (i) Is a regular student enrolled,
or accepted for enrollment, in an eligi-
ble program at an eligible institution;

(ii) For purposes of the FFEL and Di-
rect Loan programs, is enrolled for no
longer than one twelve-month period in
a course of study necessary for enroll-
ment in an eligible program; or

(iii) For purposes of the Federal Per-
kins Loan, FWS, FFEL, and Direct
Loan programs, is enrolled or accepted
for enrollment as at least a half-time
student at an eligible institution in a
program necessary for a professional
credential or certification from a State
that is required for employment as a
teacher in an elementary or secondary
school in that State;
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(2) For purposes of the ACG, National
SMART Grant, FFEL, and Direct Loan
programs, is at least a half-time stu-
dent;

(b) Is not enrolled in either an ele-
mentary or secondary school,;

(c)(1) For purposes of the ACG, Na-
tional SMART Grant, and FSEOG pro-
grams, does not have a baccalaureate
or first professional degree;

(2) For purposes of the Federal Pell
Grant Program—

(i)(A) Does not have a baccalaureate
or first professional degree; or

(B) Is enrolled in a postbaccalaureate
teacher certificate or licensing pro-
gram as described in 34 CFR 690.6(c);
and

(i) Is not incarcerated in a Federal
or State penal institution;

(3) For purposes of the Federal Per-
kins Loan, FFEL, and Direct Loan pro-
grams, is not incarcerated; and

(4) For the purposes of the TEACH
Grant program—

(i) For an undergraduate student
other than a student enrolled in a post-
baccalaureate program, has not com-
pleted the requirements for a first bac-
calaureate degree; or

(ii) For the purposes of a student in a
first post-baccalaureate program, has
not completed the requirements for a
post-baccalaureate program as de-
scribed in 34 CFR 686.2(d);

(d) Satisfies the citizenship and resi-
dency requirements contained in
§668.33 and subpart I of this part;

(e)(1) Has a high school diploma or its
recognized equivalent;

(2) Has obtained a passing score spec-
ified by the Secretary on an independ-
ently administered test in accordance
with subpart J of this part;

(3) Is enrolled in an eligible institu-
tion that participates in a State
‘‘process’ approved by the Secretary
under subpart J of this part; or

(4) Was home-schooled, and either—

(i) Obtained a secondary school com-
pletion credential for home school
(other than a high school diploma or
its recognized equivalent) provided for
under State law; or

(ii) If State law does not require a
home-schooled student to obtain the
credential described in paragraph
(e)(4)(i) of this section, has completed a
secondary school education in a home

§668.32

school setting that qualifies as an ex-
emption from compulsory attendance
requirements under State law;

(f) Maintains satisfactory progress in
his or her course of study according to
the institution’s published standards of
satisfactory progress that satisfy the
provisions of §668.16(e), and, if applica-
ble, the provisions of §668.34;

(g) Except as provided in §668.35—

(1) Is not in default, and certifies
that he or she is not in default, on a
loan made under any title IV, HEA
loan program;

(2) Has not obtained loan amounts
that exceed annual or aggregate loan
limits made under any title IV, HEA
loan program;

(3) Does not have property subject to
a judgment lien for a debt owed to the
United States; and

(4) Is not liable for a grant or Federal
Perkins loan overpayment. A student
receives a grant or Federal Perkins
loan overpayment if the student re-
ceived grant or Federal Perkins loan
payments that exceeded the amount he
or she was eligible to receive; or if the
student withdraws, that exceeded the
amount he or she was entitled to re-
ceive for non-institutional charges;

(h) Files a Statement of Educational
Purpose in accordance with the in-
structions of the Secretary;

(i) Has a correct social security num-
ber as determined under §668.36, except
that this requirement does not apply to
students who are residents of the Fed-
erated States of Micronesia, Republic
of the Marshall Islands, or the Republic
of Palau;

(J) Satisfies the Selective Service
registration requirements contained in
§668.37, and, if applicable, satisfies the
requirements of §668.38 and §668.39 in-
volving enrollment in telecommuni-
cation and correspondence courses and
a study abroad program, respectively;

(k) Satisfies the program specific re-
quirements contained in—

(1) 34 CFR 674.9 for the Federal Per-
kins Loan program;

(2) 34 CFR 675.9 for the FWS program;

(3) 34 CFR 676.9 for the FSEOG pro-
gram,;

(4) 34 CFR 682.201 for the FFEL pro-
grams;

(5) 34 CFR 685.200 for the William D.
Ford Federal Direct Loan programs;
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(6) 34 CFR 690.75 for the Federal Pell
Grant program;

(7) 34 CFR 691.75 for the ACG and Na-
tional SMART Grant programs;

(8) 34 CFR 692.40 for the LEAP pro-
gram; and

(9 34 CFR 686.11 for the TEACH
Grant program; and

(I) Is not ineligible under §668.40; and

(m) In the case of a student who has
been convicted of, or has pled nolo
contendere or guilty to, a crime involv-
ing fraud in obtaining title 1V, HEA
program assistance, has completed the
repayment of such assistance to:

(1) The Secretary; or

(2) The holder, in the case of a title
1V, HEA program loan.

(Authority: 20 U.S.C. 1070g, 1091; 28 U.S.C.
3201(e))

[60 FR 61810, Dec. 1, 1995, as amended at 63
FR 40624, July 29, 1998; 64 FR 57358, Oct. 22,
1999; 64 FR 58291, Oct. 28, 1999; 67 FR 67073,
Nov. 1, 2002; 71 FR 38002, July 3, 2006; 71 FR
45696, Aug. 9, 2006; 73 FR 35493, June 23, 2008;
74 FR 20221, May 1, 2009]

§668.33 Citizenship and residency re-
quirements.

(a) Except as provided in para-
graph(b) of this section, to be eligible
to receive title IV, HEA program as-
sistance, a student must—

(1) Be a citizen or national of the
United States; or

(2) Provide evidence from the U.S.
Immigration and Naturalization Serv-
ice that he or she—

(i) Is a permanent resident of the
United States; or

(ii) Is in the United States for other
than a temporary purpose with the in-
tention of becoming a citizen or perma-
nent resident;

(b)(1) A citizen of the Federated
States of Micronesia, Republic of the
Marshall Islands, or the Republic of
Palau is eligible to receive funds under
the FWS, FSEOG, and Federal Pell
Grant programs if the student attends
an eligible institution in a State, or a
public or nonprofit private eligible in-
stitution of higher education in those
jurisdictions.

(2) A student who satisfies the re-
quirements of paragraph (a) of this sec-
tion is eligible to receive funds under
the FWS, FSEOG, and Federal Pell
Grant programs if the student attends

34 CFR Ch. VI (7-1-09 Edition)

a public or nonprofit private eligible
institution of higher education in the
Federated States of Micronesia, Repub-
lic of the Marshall Islands, or the Re-
public of Palau.

(c)(1) If a student asserts that he or
she is a citizen of the United States on
the Free Application for Federal Stu-
dent Aid (FAFSA), the Secretary at-
tempts to confirm that assertion under
a data match with the Social Security
Administration. If the Social Security
Administration confirms the student’s
citizenship, the Secretary reports that
confirmation to the institution and the
student.

(2) If the Social Security Administra-
tion does not confirm the student’s
citizenship assertion under the data
match with the Secretary, the student
can establish U.S. citizenship by sub-
mitting documentary evidence of that
status to the institution. Before deny-
ing title IV, HEA assistance to a stu-
dent for failing to establish citizenship,
an institution must give a student at
least 30 days notice to produce evi-
dence of U.S. citizenship.

(Authority: 20 U.S.C. 1091, 5 U.S.C. 552a)

[52 FR 45727, Dec. 1, 1987, as amended at 71
FR 38002, July 3, 2006; 74 FR 20221, May 1,
2009]

§668.34 Satisfactory progress.

(a) If a student is enrolled in a pro-
gram of study of more than two aca-
demic years, to be eligible to receive
title 1V, HEA program assistance after
the second year, in addition to satis-
fying the requirements contained in
§668.32(f), the student must be making
satisfactory under the provisions of
paragraphs (b), (c) and (d) of this sec-
tion.

(b) A student is making satisfactory
progress if, at the end of the second
year, the student has a grade point av-
erage of at least a ‘““C” or its equiva-
lent, or has academic standing con-
sistent with the institution’s require-
ments for graduation.

(¢) An institution may find that a
student is making satisfactory
progress even though the student does
not satisfy the requirements in para-
graph (b) of this section, if the institu-
tion determines that the student’s fail-
ure to meet those requirements Iis
based upon—
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